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of the national finances was in these circumstances a positive
necessity.
One of the first reforms effected by Pitt was the fund-
ing of the unfunded debts. These latter totalled over *&&&*
£14,000,000, and were debts not only on which the Govern-
ment paid interest, but of which the capital had also to be
repaid at an agreed date. Pitt began, in 1783, by funding
half of this debt; that is, he led the holders of Government
bonds to exchange them for stock, which would never be
subject to redemption except at the wish of the Government,
but on which the Government would pay interest per-
petually. The advantage of this was simply that the
Government was released from any necessity to repay the
capital borrowed, in return for contracting on behalf of all
future generations to pay interest at a fixed rate. Though
Pitt, however, had in this way to burden future generations
in order to establish the credit of his Government, he would
not allow his Administration to undertake expenditure which
it could not meet out of its revenue. Thus, when in 1783
he found a deficit of ^900,000, he introduced further taxes
to meet it, and he consistently attempted to balance his
Budgets. Unfortunately when, after ten years of peace,
Pitt was forced to enter the war against France, expenditure
was bound to exceed revenue, and the difference had to
be met by loans on which interest would be paid by future
Governments.
Pitt also determined to purge the Treasury of corruption. and reduces t
i	corruption, v
(Hence when he raised Government loans he refused to offer
them as bribes to friends, but he opened them to competition
and accepted the most favourable terms available) He has
been blamed for raising loans at low interest and accepting
them at much less than their face value.1 The answer to
this criticism is that in this he merely repeated the accepted
1 Thus the Government offered 3 per cent, interest, and on these
terms ^50 or £60 would be subscribed for a £xoo loan. ^ The Govern-
ment accepted ^50 or ^60, but it and its successors paid interest on
the nominal value of ^100. Thus 3 per cent, interest paid on ^roo
represented a return of 6 per cent, to those subscribers who had
paid £50 for ^roo stock. Thus it is estimated (Rose, Pitt, p. 180)
that loans of the nominal value of ^85,857,691 actually brought the
Government only ^57,500,000,
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